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CHARTEREDND ACCOUNTANTS

AUDITORS’ REPORT

To:  The Shareholders of
Okalla Corp.

We have audited the consolidated balance sheets of Okaila Corp. (the “Corporation”) as
at September 30, 2007 and 2006 and the consolidated statements of operations and deficit
and cash flows for the years then ended. These consolidated financial statements are the
responsibility of the Corporation’s management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with Canadian gencrally accepted auditing
standards. Thosc standards require that we plan and perform an audit to obtain
reasonable assurance whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material

respects, the financial position of the Corporation as at September 30, 2007 and 2006,
and the results of its operations and its cash flows for the years then ended in accordance

with Canadian generally accepted accounting principles.
W ""‘"f

Calgary, Alberta HUDSON LLP
January 25, 2008 Chartered Accountants
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Okalla Corp. .

Consolidated Balance Sheets
As at September 30, 2007 and 2006
(All amounts in US Dollars unless otherwise stated)

Assets

Current assets

Cash and cash equivalents
Accounts receivable
Prepaid expenses and other

Intangible assets (Note 6 and 9)

Property, plaht and equipment (Note 7)

Liabilities

Current liabilities
Accounts payable and accrued habilities (Note 8)
Loan payable (Note 10)

Shareholders’ Eéunty (Deficiency)

Common shares (Note 12)
Preferred shares (Note 12)
Cumulative translation adjustment
Contributed surplus (Note 12)
Deficit T

Continuance of Operations (Note 1)

Sec accompanying notes to consolidated financial statements.

Approved by the Board of Directors

“Clyde Beattic” Director

2007 2006

$ 7.142 % 407.396
1.252 -

19,133 1.852

27.527 409248

] i

23.046 28.887

3 50,574 % 438,136

$ 163.521 $ 195973
[00.370 89.660

263.891 285.633
1,636,515 1,598.579
824,698 . 824,698
(69,856) {69,856)

. 808,589 808.589
(3.413.263) (3,009.509)
(213.317) 152.501

$ 50.574 % 438.136
“Greeory Smith” Director
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Okalla Corp. ‘
Consolidated Statements of Operations and Deficit
For the years ended September 30, 2007 and 2006

(Al amounts in US Dollars unless otherwise stated)

Revenue

Expenses

General and administrative (Note 13)
Project and systems operation
Reporting to shareholders

Stock exchange and transfer agent fees
Stock based compensation (Note 12)
Interest expense on current debt
Amortization

Other Income and Expenses

Gain (loss) on forcign currency translation
Other income

interest income

Gain on write off of accounts payable (Note 8)
Impairment loss (Note 9)

Net and comprehensive loss
Deficit — Beginning of year

Deficit — Endof year

“Net and cumpr‘eheﬁsive loss per share — basic and diluted

Weighted average shares outstanding — basic and diluted

See accompanying notes to consolidated financial statements.

2007 2006
48,124 % 80,813
355.825 534,464
58,960 162.031
5,592 11,091
8,280 10,093

- 718,753

- 11,080

5,841 4210
434:498 1.451,722
(386,374) (1,370,909}
(21.104) 2.598

- 263 . -
3,461 15.811
SRR 253,741

- (803,171)
(17,380) (531.021)
(403,754) (1,901,930)
(3,009,509) (1,107,579)
(3,413,263). $ (3,009,509)
T (0.00) 8 (0.02)
90,333,784 76,833,829

w2



Okalla Corp.

Consolidated Statements of Cash Flows )
For the years ended September 30, 2007 and 2006 -
(All amounts in US Dollars unless otherwise stated)

2007 20006
Cash provided by (used in)
Opcrating activities
Net and comprehensive loss g (403,754 % (1.901.930)
ftems not affecting cash
Amortizalion 5,841 4210
Gain on write off of accounts payable (Note 8) - (253,741)
Impairment loss (Note 9) - 803,171
Stock based compensation (Note 12) - 718.753
(Gain) loss on foreign currency translation 21.104 (2.598)
' (376.809) (632.135)
Net change in non-cash working capital items
(Increasc) decrease in accounts réceivable - (1.252) 171.554
(increase) decrease in prepaids-expenses (17.281) 3.290
Decrease in accounts payable. | (5.482) (322,401)
Cash used in operations ‘ ‘ :; (389,866) (779.692)
Investing activities .
Acquisition of property, plant and equipment - (8.346)
Cash acquired on acquisition of Probilling Inc. (Note 5) - 974.830
S 966,184
Financing activity
Stock options exercised - 70,996
Effect of forcign exchange on cash S {10,394) 39,267
Increase (decrease) in cash and cash equivalents ) (400,254) 297,055
Cash and cash equivalents — Beginning of year 407,396 110,341
Cash and cash equivalents — End of year g 7,142 § 407,396
Interest paid $ - f 64.340
Interest received b 3,461 % 15811

Non-~cash transaction:
During the year, the Corporation issued shares to settle accounts payable in the amount of $37.936.

Sec accompanying notes to consolidated financial statements.




Okalla Corp. f

Notes to the Consolidated Financial Statements
Years ended September 30, 2007 and 2006
(Al amounts in US Dollars unless otherwise stated)

3

Basis of Presentation and Continuance of Operations

On March 1, 2006, the Corporation acquired all of the issued and outstanding shares of Probilling Inc., a
corporation incorporated in Alberta, an internet-based billing transaction processor which became the
Corporation’s principal operations. The change in current market conditions for high-risk payment processors
in North America brought on by the United States Government’s prosecution of gaming related high-risk
transaction processing caused the Corporation to conduct a thorough review of the Probilling operations and the
suspension of the operations of Probilling effective January 24, 2007. As Probilling represented the
Corporation’s active operations, the Corporation, subsequent to suspension of the Probilling operations had no
remaining active business operations. h :

‘Fhe accompanying financial statements have been prepared on a goirig concern basis which contemplates the
realization of assets and the satisfaction of labiiities in the normal course of business. There is substantial
doubt regarding the Corporation’s ability 1o continue as a going concern as the Corporation has not generated a
level of revenue sufficient to support ongoing operations, The Corporation has incurred continued losses and
stgnificant working capital deficiencies. The Corporation’s ability to continue as a going concern is dependent
upon its ability to generate sufficient cash flow to meet its obligations-on a timely basis, to obtain additional
financing as may be required, and ultimately 1o acquire an active line of business. - The Corporation has no
agreements in place for additional financing at this time except for the financing in conjunction with the
proposcd amalgamation. See Noie 17. These financial statements do not include adjustments relating to the
recoverability and classification of recorded asset amounts or to the amounts and classification of liabilities that
might be necessary should the Corporation be unable to continue as a going concern for ] reasonabh, period of
lime. PP . .
Change in Accounting policies

g

Financial Instruments Ve

Effective October 1, 2006, the Corporation adopted the new recommendation$ 6f thé Canadian Institute of
Chartered Accountants Handbook Section 1530, Comprehensive Income; Sectlop 3251, Equity; Section 3855,
Financial Instruments-Recognition and Measurement; and Section 3861, Financial Tnstruments-Disclosure and
Presentation. These new Handbook scctions, which-are effective for fiscal years commencing on or after
October 1, 2006, sct out criteria for the recognition, measurement, disclosure and presentation of financial
instruments. These new standards do not require policies followed in prior periods (o be revised. Thus, the
comparative figures have not been restated.  However, the new policy is required to be implemented on a
retroactive basis with any adjustments pertaining to prior periods reflected in retained earnings or other
comprehensive income.

Under Scction 38535, all financial instruments are initially measured on the balance sheet at fair value.
Subsequent measurement of the financial instruments is based on their classification and gains and losses are
recognized in net income or other comprehensive income.  The Corporation has made the following
classifications:



Okalla Corp. =

Notes to the Consolidated Financial Statements
Years ended September 30, 2007 and 2006 .
(All amounts in US Dollars unless otherwisc stated)

-Cash and cash equivalents are classified as assets held for trading. They are measured at fair value and
the gains and losses resulting from the re-measurement at the end of each period are recognized in net
income.

-Accounts receivable are classified as loans and receivables. They are recorded at cost, which upon their
initia] measurement is equal to their fair value. Subsequent measures are recorded at amortized cosl.
which is generally the amount on initial recognition less an allowance for doubtlul accounts.

-Accounts payable and accrued liabilities and loans payable are classified as other liabilities. They are
recorded at cost, which upon their initial measurement is equal to their fair value. Subsequent measures
are recorded at amortized cost.

Section 1530 establishes standards for repor[m0 and presentation of comprehensive income which is defined as
the chanwc in the equity of a company arising from transactions, events and circumstances from non-owners
sources. Section 3251 establishes standards for the presentation of equity and changes in cquity during the
reporting period.

Carrying vglue and fair value of financial asscts and liabilitics at September 30. 2007 are summarized as

follows: ... . |
Cla,ési.iﬁca‘t'i_o'll‘. ~ Carrying Value ' Fair Value
Held for trading =~ ) $7.142 $7.142
Loans and reccivables - 1.252 1.252-
Other liabilitics 163,521 163,521

No adjustments were made as a result of initial adoption of the policies at Cctober 1, 2006.

Accounting Changés

Effective January T, 2007, the Corporation adopted the revised recommendations of Section 1506, Accounting
Changes. The new recommendations permit voluntary changes in accounting policy only if they result in
financial statements which provide more reliable and relevant information. Accounting policy changes are
applied retrospectively unless it is impractical to determine the period or cumulative impact of the change.
Corrections of prior period errors are applied retrospectively and changes in accounting cstimates arc applied
prospectively by including these changes in earnings. The guidance will be applied for all changes in
accounting policies, changes in accounting estimates and corrections of prior period errors in pertods beginning
on or after January 1, 2007.

6



Okalla Corp.

Notes to the Consoliﬁated Financial Statements
Years ended September 30, 2007 and 2006

(All amounts in US Dollars unless otherwise stated)

Accounting policies
=

These consolidated financial statements have been prepared by management in accordance with Canadian
generally accepted accounting principles. The more significant policies are as follows:

Principles of consolidation

These financial statements include the accounts of the Corporation and its wholly owned subsidiaries,
ccWebpay Inc., VESA Software Inc., Probilling Inc., Probilling Corporation and Okalla Limited. All
significant intercompany balances and’ transactlons have been ehmmated on consolidation.

a} Cash and cash equivalents

Cash and cash equwaluns are Lomprised of balances with banks and [ow r!sk hmh[y liquid investments
with maturlty of three months or less at the dale 0fll1e purchase

b) Revenue recognition

Revenue was generated from commission and royalty revenues. Commission revenue was generated by
way of commissions charged on processing payments on behalf of customer merchants. At the time the
payment was procmqed a scl commission rate was applied and the amount calculated from each payment
was recognized as revenue at that time. Ro) alty revenue related to the Corporation providing rights and
licenses for the wuse of software and was -recognized monthly as time passes ‘and in accordance with
specilic contractual agreements. vl ' ‘

c) l’ropcrty, plant and Lqmpment
. T Y P T .

Propeny, plant and equlpmem are recorded at cost. Computer hardw re is amortized on a straight-line
basis over a period of five years. Equipment is amortized on a straight-line basis at an annual rate of 15%.
Tradeshow Booth is amortized on a 20% declining balance basis. Acquired and developed software is
recorded at cost.. These costs are amortized using the straisht-line method over 3 years. The amounis
recorded for the acquired software do not necessarily reﬂect present or future values and the ultimate
amount recoverable will be dependent upon the successful commercialization of products and services. If
management determines that the carrying amount of acquired and developed software cxcecds estimated
net recoverable value based on future cash flows, the excess of such costs is charged to operations. The
Corporation reduced the carrving value of its computer software to $Nil value as at September 30, 2006.



Okalla Corp. .

Notes to the Consolidated Financial Statements
Years ended Scptember 30, 2007 and 2006 ‘
(All amounts in US Dollars unless otherwise stated)

d)

Intangible assets

Trademarks are recorded at cost and comprise costs associated with the preparation, filing and obtaining of

wrademarks. Trademarks are considered an indefinite life intangible asset and as such. are not amortized
but rather are tested for impairment on an ongoing basis. The amounts recorded for the trademarks do not
necessarily reflect present or future values and the ultimate amount recoverable will be dependent upon the
successful commercialization of products and services. If management determines that the carrying
amount exceeds estimated net recoverable value based on future cash flows, the excess of such costs is
charged to operations. The Corporation reduced the carrying value of its intangible assets to a nominal
value as at September 30, 2006.

Income taxes

[ncome taxes are 1ccountcd for using the lability method of income tax allocation. Under this method.
income. tax asscts and Habijlities are recorded to recognize future income tax inflows and outflows arising
from the settlement or recovery of assets and liabilities at carrying values. lncome tax assets are also
recognized for the benefits from tax losses and deductions that cannot be identified with particular assets
or liabilities, provided those benefits are more likely than not to be realized. Future income tax assets and

liabilities are determined based on the tax laws and rates that are anticipated to apply in the period of

realization. A valuation allowance is provided to the extent that it is more likely than not those future tax
assets will not be realized.
e

Stock-based compensation .

The Corporation follows the fair value method of accounting for stock-based compensation arrangements.
whereby the fair value of the stock options is determined and recorded as compensation cost and a credit
to contributed surplus over the vesting penod The fair value is detcrmined using an option-pricing model
that takes- into, account the exercise price and cxpected life of the options, the current price of the
underlying stock its expected ‘volatility, the expected dividends on the stock, and the current risk-frec
interest rate for the expected life of the option.

Earnings (loss) per common share

Basic earnings (loss) per share are computed by dividing the net earnings (loss) by the weighted average
number of common shares. outstanding for the year. Diluted per share amounts reflect the potential
dilution that could occur if securitics or other contracts to issue common shares were exercised or
converied io common shares. The treasury stock method is used to determine the diluted effect of stock
options and other dilutive instruments. Under the treasury stock method only “in-the-money™ dilutive
instruments impact the dilution calculations.



Okalla Corp.

Notes to the Consolidated Financial Statements
Years ended September 30, 2007 and 2006

(Al amounts in US Dollars unless otherwise sl‘ued)

h) Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets, liabilities and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimatés. Accounts most significantly affected by the use of estimates are
property, plant and equipment and accounts payable and accrued liabilities.

i}  Foreign currency translation
The Corporation uses the temporal method of foreign currency translation for transactions incurred
corporately in currencies other than the US dollar and for translating the operations of its fully integrated
wholly owned subsidiaries. Under this method, monetary assets and liabilities are translated at the rates ol
exchange prevailing at each reporting date, non-monetary assets and liabilities are translated at historic

"exchange rates and revenues and expensé items’are translated at prevailing average exchange rates during
the reporting period. Exchange gains and losses are included in the -statement of operations. Sce note 4

regarding change in reporting and n1easur§m’ent’burrency. o ' ‘
i) tmpairment of long-lived assets: * <t

The Corporation reviews long-lived dssets-such as propeity.- plant dnd-cquipment and intangible asscts
with finite useful lives for impairment whenever cvents or changes in circumstances indicate that the
carrying amount may not be recoverable. 1f the total of the expected undiscounted future cash flows is less
than the carrying amount of the asset, a loss is recognized for the excess of the carrying amount over the
talr va]uc oflhe asset. .

T P P [ I L [ T N ‘ . R PR

i
i - s - o e

4 Chandé in Measurement and R(:portmtJr Cur'rency S
. Tty ., - L L,
The Corporatlon has hlslorlca]ly prepared 1fs consohdated financial statements in Canadian dollars. As a result
of the acquisition of Prob:]lma I¢. and becaise the maJerty of Problllmﬂr Inc.’s assels ‘and liabilitics, revenues
and expenses are in US dollars, the Corporation élécted to adopt the US dolldr ‘as its measurement currency
clfective March 1, 2006. The Corporation also changed its reporting currency on March 1. 2006. In making
this change in reporting currency. the Corporation followed  the recoimmendations of the Lmerging Issucs
Committee ("EIC™) of the Canadian Institute of Chartered Accountants (“CICA™), set out in EIC-130,
“Translaion Method when the Reporting Currency Differs from the Measurement Currency or there is «
Change in the Reporting Currency ™.

9




Okalla Corp. -

Notes to the Consolidated Financial Statements
Years ended September 30, 2007 and 2006
(All amounts in US Dollars unless otherwise stated)

Ln

Based on EIC-130, the financial statements for all periods presented prior to September 30, 2006 have been
translated into the new reporting currency using the current rate method. Under this method, the statements of
operation and cash flow for each period have been translated into the reporting currency using the average
exchange rates prevailing during each reporting period. All assets and liabilities have been translated using the
exchange rate prevailing at the consolidated balance sheet dates. Shareholders’ equity has been translated using
the rates of exchange in effect as of the dates of the various capital transactions. All exchange differences
resulting from the translation are included in the cumuiative translation adjustment in shareholder’s equity. All
comparative financial information has been restated to reflect the Corporation’s results as if they had becn
historically reported in US dollars.

Acquisition of Probilling Inc.

On March 1, 2006 the Corporation acquired all of the issued and outstanding common shares of Probulling Inc.
for a purchase price of $1,419,823. The purchase price was paid by the issuance of 31.068.028 common shares
of the Corporation at an estimated fair value of § 0.026 ($0.03CDN) per share and a $600.000 convertible
debenture (subsequently converted to 9,140,638 Preferred Shares) (Note 12b). The acquisition was accounted
for using the purchase method and the results of operations from the date of acquisition have been included in
these consolidated financial statements. (Refer to Note 1 and Note 9)

Net assets acquired:

Cash $974.830
Accounts receivable 163.448
Intangible assets 17,275
Property, plant and equipment 810.648
Investment o 2.651
Accounts payable, (549,029}

Net assets acquired $1,419,823

Purchase consideration:
Common shares issued
31,068,028 @ $0.026 {$0.03CDN)** $819.823
Convertible debenture issued 600,000

** The $0.026 ($0.03CDN) was the trading value of the Corporation’s shares at the time of entering into the
agreement o acquire Probilling Inc.

In January 2007, the Corporation suspended the operations of Probilling. (See Note 1)

10



Okalla Corp.

Notes to the Consolidated Financial Statements
Years ended September 30, 2007 and 2006 -
(All amounts in US Dollars unless otherwise siated)

6 Intangible assets

2007
Accumulated
Cost amortization Net
$ . hY $
Trademarks o o ' ] - ]
2006
» Accumulated
. .Cost. ', amortization - Net
F':S-':':': ' .o |‘$,£ $
‘Trademarks o . R ]
Refer to Note 9, impairment Loss. ‘
| 7  Property, plant and equipment
| .
i 2007
| _ Accumulated-
- Cost amortization Net
$ S s
Computer hardware 8,346 1,986 6,360
Tradeshow Booth 23,612 B 926 16,686
51,058 . ' 8912 23.046
2006
Accumulated
Cost amortization Net
$ $ $
Computer hardware 8,346 317 8,029
Tradeshow Booth 23,612 2,754 20,858
L.easchold Improvements 1,139 £,139 -

33,097 4.210 28,887




Okalla Corp. .

Notes to the Consolidated Financial Statements
Years ended Scptember 30, 2007 and 2006 '
(All amounts in US Dollars unless otherwise stated)

10

1t

Gain on write off of accounts payable

During the year ended September 30, 2006, the Corporation recorded a gain on write off of accounts payable of
$253,741 related to Probilling’s liability to merchants whose balances were more than two years old. The
Corporation determined that a write off of these old liabilities was appropriate afler carrying out a program ol
specific actions involving many attempts to contact and verify the outstanding balances with the merchants; the
result of which determined that the merchants were no longer in business and future contact was not possible.

impairment loss

During the year ended September 30, 2006, the Corporation recorded an impairment loss of $785.896 rclated to
the Probilling Software (Note 5) and of $17,275 related to intangible assets (Note 6). The estimated future cash
flows directly associated with, or .expected to arise as a direct result of its use were used to test the
recoverability of the software and trademarks. The Corporation determined that an impairment foss had
occurred as the estimated future cash flows were not sufficient to support the carrying value of the software and
trademarks.

Loan bayablc p

On Decémber 18, 2003, the Corporation’s subsidiary companies enterced inio a loan agreement whereby they
borrowed $90,000 CDN (390,333 USD at September 30, 2007}, from partics related to the Corporation by
virtue of being directors, officers and sharehoiders and $10,000 CDN (510,037 USD at September 30, 2007)
from an unrelated party, for & total loan of $100,000 CDN ($100,370 USD at September 30, 2007). "This
amount is due on demand and bears interest at 11% per annum and. is secured by a gencral sceurity agreement
covering the assets of the Corporation’s subsidiaries. The carrying value of the secured assets is $3,221.

Convertible debentures

a) On February 28, 2006 pursuant to the acquisition of Probilling Inc. (Note 5) the Corporation issued
$600.000 in convertible debentures to a company that owned 34.5% of the total issued and outstanding
common shares of the Corporation as at September 30, 2006. This debenture was interest bearing at 8% per
annum, was unsecured with principal amounts and interest due on February 28. 2009. This debenture was
subsequently converted into non-voting preferred shares. (Note 12b)

b) On March 13, 2003 the Corporation issucd $183,888 in convertible debentures to companies controlicd by
directors of the Corporation. The debentures were interest bearing at 11% per annum payable semi-annually on
June 30 and December 31, were secured by the assets of the Corporation, and were duc March 13, 2008, On
February 28, 2006 the Corporation agreed to exchange these previously outstanding convertible debentures for
new $183,888 convertible debentures. The new debentures were interest-bearing at 8% per annum, were
secured by the assets of the Corporation with principal amounts and interest due on February 28, 2009. These
debentures along with $40,810 accrued interest were subsequently converted into non-voting preferred shares.
(Note i2b)



Okalla Corp.

Notes to the Consoli‘(lated Financial Statements
Years ended September 30, 2007 and 2006

(Al amounts in US Doilars unless otherwise stated)
\

\

12 Share capital and contributed surplus

a) Authorized
a : i

Untimited number of common shares without pa.’ value. _
Unlimited number of non-voting preferred shares without par value. * -

b) Issued

Common Shares Preferred Shares Contributed

Surplus

- o Number . Amount Number of Amount Amount

. . of Shares N , - Shares,
Balance, September 30, 2004 and o _ o .

2005 _ _ . 38226,057  $707,760 ' - , - $89,836
Issued on acquisition of Probilling 31,068,028 819,823 ' - - -
Stock options granted STl ' - - - 718.753
Stock options exercised §20.000 70,996 - - -
Issued upon conversion of debeniures - - 9,140,638 824,698 -
B3alance. September 34 2006 00,114,083 $1.398.579 9,140,638 $824,698 $808.589
Shares issucd for debt §10.000 37.936 - - -
Balance, September 30, 2007 0.90,924,085,  $1.636,513 9,140,638 $824,698 $808.589

LA . 2T \
. ot s vt e Ly Aty e . .
The holders of:the Preferréd Sharey issued areientitled-to receive payments of non-cumulative cash dividends if
declared by the.directors.of the. Corperations; Theinen-cumulative cash dividends have an annual dividend rate
of '§%.' The. Preferred-Shares issued are:convertibleito units at an ascribed price:of $0.09 ($30.10CDN) per Unit.
Each Unit will consist of one Common Share and one Common Share Purchase Warrant. Each Warrant will be
excrcisable into one Common Share at an exercise price of $0.11 ($0.12CDN)-per Common Share for a period
of one year from the date of issuance of the Warrant.
¢} Options
Fhe Corporation has an option plan, (the *Plan™), under which .up 10 10% of the issued and outstanding
common shares are reserved for issuance to directors, officers, employees or consultants. Under the Plan, the
options granted vest immediately and expire on the carlier of five years from the grant date or such date that the
Dircctors determine, and not more than 60 days from the date in which the optionee ceases to be a director,
officer, employee or consultant to the Corporation. The exercise price of the options granted under the Plan
will not be less than that from time to time permitted under the rules of the stock exchange or exchanges on
which the shares are then listed, which price reflects rading values at that time.




Okalla Corp.

Notes to the Consolidated Financial Statements

Years ended September 30, 2007 and 2006 ,

(All amounts in US Dollars unless otherwise stated)
4

Options outstanding and exercisable at Scptember £0:

Number of optinns;‘

Expiry date 2007 2006
March §, 2007 - 2,300,000
March 8, 2011 3,150,000 5,500,000
June 12,2011 950,000 950,000
July 13,2011 - 20,000
4,100,000 8,770,000

At September 30, 2007, the weighted average contractual life is 3.497 years (2006 ~ 3.423 years).

Option transactions:

Balance - September 30, 2005
Cancelled

Exercised

Granted

Balance — September 30, 2006
Expired

Canccelled

Balance -~ September 30, 2007

d) Stock-Based Compensation

Number of options

Exercise Price

$0.09 ($0.10CDN)
$0.16 ($0.18CDN)
$0.25 ($0.28CDN)
$0.19 ($0.21CDN)

Weighted average exercise price

3,910,000
(840,000)
(820,000)
6,520,000

$0.09 (30.10CDN)
$0.09 ($0.10CION)
$0.09 ($0.10CDN)
$0.17 ($0.19CDN)

8,770,000
(2,300,000)
(2.370,000)

$0.15 ($0.17CDN)
$0.09 ($0.10CDN)
$0.15 (30.17CDN)

4,160,590

$0.13 ($0.20CDN)

There were no stock ‘options granted or vested during the year ended September 30, 2007. Stock options
granted and vested during the year ended September 30, 2006 were valued at $718,753. The valuations werc

calculated in accordance with the Black-Scholes Option Pricing Model using the following assumptions:

Risk-free interest rate
Expected hife of options
Expected volatility
Expected dividends

The expected price volatility was determined by using ar average of similar companies in the industry.

e) Escrow shares

September 30, 2007

September 30, 2006
4.28%
S years
77.0%

At September 30, 2007, there were no remaining common shares held in escrow (2006 —3,097.912). The

final escrow release was in March 2007 for 3.097,912 shares.



Okalla Corp.

Notes to the Consolidated Financial Statements
Years ended September 30, 2007 and 2006 g

(Al amounts in US Dollars unless otherwisc {fllted)

f)  Earnings (loss) per share

Earnings (loss) per share are computed on the basis of the weighted average number of shares outstanding
during the year. Under the treasury method the employee stock options and convertible debenture were not
dilutive.

13 Related party transactions

During the year cnded September 30, 2007, the Corporation paid or accrued $56,996 (2006 - $42,870) in
accounting and administration fees and $63,090 (2006 - $106,972) in consulting and management fees to
companies related by virtue of common directors. The accounting and administration fees are related to the
ongoing administration of the Corporation and consuiting and management fecs were related to the Probilling
operations which have been suspended as of January 24, 2007. These transactions are in the normal course of
operations and arc measured at the exchange amount, which is the amount of consideration established and
agreed to by the related parties. (See Note 1 and 10).

14 lncomé taxes

Significant components of the Corporation’s future tax assets as of September 30, 2007 arc as follows:

RER 2007 2006

: , U L R S $
Operating losses carried forward e 976,753 739,996
Tax value of capital assets in excess o! ac.wuntm" values - - 95,746 85,233

" Othérlemporary différenges =~ = 0 15,893 10.120
Total future lax assets 1,088,572 835,349
Valuation allowance oot (1,088370) - (835.,349)

Net future tax assets

L R I T R W R PRI T LT P S e T
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The provision for income’ taxes recorded in thé: financial statements differs from the amount which would be
obtained by applying the statutory income tax rate of 32.12% (2006 — 34.12%) to the loss for the years as

follows:
2007 2006
S $
Loss for the year before income taxes (403,754) {1.901,930)
Anticipated income tax recovery : (129.686) (648.939)
Stock based compensation cost - 245238
Tax benefit not recognized on current year losses and other 129,686 403,701

Provision for income taxes , - -
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’

As at September 30, 2007, the Corporation has non-capital loss carry forwards for income 1ax purposes of
$3,085.245 (2006 — $2,387,084). Unless sufficient taxable income is carned by the Corporation in future years,
these losses will expire as follows:

$

2008 : 490,976
2009 570,589
2010 589.652
2011 120.170
2015 o 225215
2026 _ 595.099
2027 | 493.544
3.085.245

Finasncial instruments

The Corporation’s financial instruments consist of cash and cash equivalents, accounts receivable, accounts
payable and accrued liabilities and loan payable. It is management’s opinion that the fair values of the financial
instruments is their carrying values. Unless otherwise noted. it is management’s opinion that the Corporation i3
not exposed to significant interest or credit risks arising from these financial instruments.

Currency risk
Currency risk is the risk to the Corporation’s earnings that arises from fluctuations of foreign exchange rates

and the degree of volatility of these rates. The Corporation docs not use derivative instruments to reduce its
exposure to foreign currency risk.

Segment Disclosures

The Corporation operated one reportable business segment; the Corporation had provided eCommerce payment
processing solutions and transaction services to web merchants through its wholly own subsidiary Probilling
Inc. and developed licenses and provided hosting and support services for specialized web applications through
its other wholly owned subsidiary VESA Software Inc.

Information about the Corporation’s geographical net revenucs are:

2007 Yo 2006 Yo
Canada 540,000 83.12%  $70,000 86.63%
Other 8,124 16.88% 10,813 13.37%

348,124  100.00%  $80,813  100.00%

16
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17 Subsequent events

a} On July 16, 2007 the Corporation entered into a letter of intent for the Proposed Amalgamation with
Racing Around Wholesale, Inc.. a North American distributor of licensed sports merchandise based in Nova
Scotia. Racing Around Wholesale, Inc. is a privately held company incorporated under the laws of Nova Scotia
which is engaged in the sale and distribution of quality licensed sports apparel and accessories with
trademarked logos and images focusing on the sports of auto racing, hockey, football, basketball and baseball
throughout the North American marketplace.

Pursuant to the terms of the Proposed Amalgamation, the holders of common shares of the Corporation
(*Common™) will receive one common share in the capital of Amalco (“Amalco Shares’ "} for every 9.7
Common share held; the holders of preferred shares of the Corporation (“Preferred”) will receive onc Amalco
Share for every 1.9 Preferred share held; the holders of common shares of Racing Around Wholesale, Inc.
(“Racing Around Sharc™) will receive 240,000 Amalco Shares for every one Racing Around Share; the holders
of Class A preferred shares of Racing Around (¥Racing Around Class A Preferred Share”) will recetve 130
Amalco Shares for every one Racing Around Class A Preferred Share; and the holders of Class B preferred
shares of Racing Around (“Racing Around Class B Preferred Share™) will receive 70 Amalco Shares for every
one Racing Around Class B Preferred Share.

" H

b) In conjunction with the Proposed Amalg dn‘ldllOl‘l theé Corporanon on Novcmbcr 7.; 7007 entered into an
agency agreement wherehy, subject 1o hnancm g, a minimum offering of $400, 000 toa mtaximum of $500,000
is to be raised by a private placement of units. Each unit is comprlsed of one’ common share (“Common
Share™) and one-half common share purchase warrant (*Warrant”) at a price of $0.40CDN per Unit. Each full
Warrant will entitle the holder to purchase one Common Share at an exercise pricé of $0.50CDN per share.
The Warrams will be exercisable 18 months from the c'iatc of closing.

PR
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The information included in this document should be read in conjunction with the audited consolidated
financial statements for the year-ended September 30, 2007 and refated notes thereto. The Company had
changed its reporting currency from Canadian dollars to US dollars effective March 1, 2006 as a result of
the acquisition of Prabilling Inc.

The financial information in this Management Discussion and Analysis, (MD&A), is derived irom the
Company’s financial statemenis prepared in accordance with Canadian Generally Accepted Accounting
Principles. The effective date of this MD&A is January 29, 2008,

Forward Looking Statements

This Management Discussion and Analysis is based on a review of the Company’s opcrations, financial
position and plans for the future based on facts and circumstances as January 29. 2008. Expect for
statements of fact relating to the Company certain information contained herein constitutes forward looking
statements. Forward looking statements are based on the opinions, plans and eslimates of management at
the date-the statements are made and arc subject to a variety of risks, uncertainties and other factors thas
could cause thé actuabresults to differ materially from those projected by such statements,  The primary
risk factors' affecting the Company arc discussed further in Note 15, “Risks”. below. The Company
disclaims any intention and assumes no obligation to update forward fooking staiements if circumstances or
management’s estimates, plans or opinions should change. The reader is cautioned not to place undue
reliance on forward looking statements.

1} Principal Business of the Company

On March. 1, 2006, the Company acquired al! of the issued and outstanding shares of Probilling Inc., a
corporation “incorporated in Alberta, an internet-based billing transaction processor which became the
Company’s principal operations. The change in current market conditions for high-risk payment
processors in North America brought on by the United States Government’s prosecution of gaming related
high-risk transaction processing caused the Company to conduct a thorough review of the Probilling
operations and the suspénsion of the operations of Prebilling effective January 24, 2007. As Probilling
represented the Company’s active operations, the Company, subscquent to suspension of the Probilling
operaticns, had no remaining active business operations.

The Company channed its reporting currency, from Caradian dollars to US dollars ¢ffective March [, 2006
as a result of the acquisition of Probilling Inc. The majority of Probiliing [nc.’s asscts and liabilitics,
revenues and expenses are in US dollars and Probilling’s activities were the majority of the Company’s
activitics.

2) Change in Accounting policies

Financial Instruments

Effective October 1, 2006, the Company adopted the new recommendations of the Canadian Institute of
Chartered Accountants Handbook Section 13530, Comprehensive Income: Section 3251, Liquity: Section
3855, Financial Instruments-Recognition and Measuremeni: and Section 3861, Financial Instrumenis-
Disclosure and Presentation.  These new Handbook sections. which are effective for fiscal ycars
commencing on or after October 1, 2006. sci out criteria for the recognition, measuremeni. disclosure and
presentation of financial instruments. These new standards do noi require policies followed in prior periods
1o be revised. Thus, the comparative figures have not been restaied. However, the new policy is required
to be implemented on a retroactive basis with any adjustments pertaining to prior periods refiected in
retained earnings or other comprehensive income.
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Under Section 3853, all financial instruments are initially measured on the balance sheet at fair value.
Subsequent measurement of the financial instruments is based on their classification and gains and losses
are recognized in net income or other comprehensive- income.  The Company has made the following
classifications: :

-Cash and cash equivalents are classified as assets held for trading. They are measured at fair
value and the gains and losses resulting from the re-measurement at the end of cach period are
recognized in net income.

-Accounts receivable are classificd as loans and receivables. They are recorded at cost, which
upon their initial measurement is équal to their fair value. Subsequent measures are recorded at
amortized cost, which is generally the amount on initial recognition less an allowance for
doubtful accounts.

-Accounts payable and accrued liabilities and loans payable are classified as other liabilities.
They are recorded at cost, which upon their initial measurement is equal to their fair value.
Subsequent measures are recorded at amortized cost.

Section 1530 establishes standards for reporting’ and presentation of comprehensive income which is
defined as the change in the equity of a company arising from transaction, events and circumstances from
non-owners sources. Section 3251- esiablishes standards .for the presentanon of equity. and changes in
equnty during the reporting perlod EE Cent ¢

Carrying value and fair value of financial assets and liabilities at September 30, 2007 are summarized as
follows:

Classification © < Cartying Value . : Fair Value

Held fortrading - L N v A0 e P T S I T
Loans and-receivables = o oo a0 L1252 C L 1,252

. " Other lldl‘nlmw Do e e eRS2 e e - 163,521

- e, ot T e e e H

" No adJussmanq were made as & result of lnl[ld| adoptionof tho »pohmes a Ocrcber ! 7006 RIS

A EL STU IR PR ST EPI 5 o o

Accounting Changes Seeltonne T B P

Effective January 1, 2007, the Company adopted the revised recommendations of Section 1506,
Accounting Changes. The new recommendahons permit'voluntary changes in'accounting policy only if
they result in financial statements which- -provide moTc reliable and relevant mformatlon Accounting
policy changes are applied retrospectively unless’it is‘itnpractical to determine the period or cumulative
impact of the change. Corrections of prior period errors are applied retrospectively and changes in
accounting estimates are applied prospeciively by including these changes in earnings. The guidance will
be applied for all changes in accounting policies, changes in accounting estimates and corrections of prior
period errors in periods beginning on or after January 1, 2007,

3)  Acquistion of Probilling Inc.

On March 1, 2006 the Company acquired all of the issued and outstanding common shares of Probilling
Inc. for a purchase price of $1,419.823. The purchase price was paid by the issuance of 31,068,028
common shares of the Company at an estimated fair value of $0.026 (30.03 CDN) per share and a $600.000
converlible debenture. (subsequently converted to 9,140,638 Preferred Shares). The acquisition was
accounted for under the purchase method and the results of operations from the date of acquisition have
been included in the financial statements.

18]
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4) Operating Results

Ycar ended Sceptember 30, 2007 compared to the year ended September 30, 2006

The Company had a net loss from continuing operations of $403,754 in the year ended September 30, 2007
versus net loss from continuing operations of $1,901,930 in the comparative period. The more significant

variances arc summarized below:

Year- Ended Year- Ended Variance
Sept 30, 2007 | Sept 30, 2006 Positive
(Negative)

Revenue $ 48,124 $80,813 $ (32,689 |1
General and administrative expenses (355,825) (534.,464) 178,659 | 2
Stock based compensation - (718.753) 718,753
Impairment loss - (803,171} 803.171 1 3
Gain on write oft of accounts pavable - 253,741 (253.741)
Other revenue and expense iiems ' (96.053) {180.096) §4.043 | 2
Met income (loss) " S (403.754) | S (1.901,930) $ 1,498,176

Details of significant variances:

I. The decrease in revenue i¢ a result of the suspended operations of the Probilling Inc. business.
2. The decrease in general-and administrative expenses and other revenue and expense items is due
to the suspended operations of the Probilling Inc. business

3. Sceitem9.

The following summarizes the major expense categorics comprising general and administrative expenses
for the year ended September 30,2007 and September 30, 2006:

Year- Enced Year- Ended

Sept 30, 2007 Sept 30, 2006
‘Professional lees $26,394 $ 65,534
Corporate Administration 106,390 62,619
Consulting fees 137,886 216,117
Salaries 34,860 71,829
Bank charges and interest 8.338 13,144
Travel and Promotion 12.203 30.849
Office 18,136 51.650
Insurance 5.754 16.772
Telephone 5.844 5.950
Total $ 355.825 §334.464 |
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3) Selected Annual Financial Information

The following sclected financial data has been extracted from the audited financial statements, prepared in
accordance with Canadian Generally Accepted Accounting Principals, for ihe fiscal years indicated and
should be read in conjunction with those audited financial statements. - :

Kor the years ended or as at September 30, .

2007 2006 2005
Financial Results
Revenue $ 48,124 | § 80,815 | § 116,271
General and administrative expenses b (355,825) | $ | - (534,464) | § 278
Stock based compensation 3 -1 § (718,753) | § -
Impairment loss 5 - 81 (803,173 | 8 -
Gain on write off of accounts payable $ -1 3 253,741 | 8 -
L.oss on discontinued operation 3 -1 % -1 8 (12,343)
Other revenue and cxpense items 3 (96,053} | & (180,096) | § (48,123)
Gain on sale of assets of discontinued operations | § -1 % -1 3 133,308
Net Income (Loss) $ (403,754) | $ ] (1,901,930) ] § 89,391
Basic and difuted earnings (loss) per share from . 1
continuing operations . $ 0.00 | $ (0.02)] § 0.00
Financial Position L ‘ ,
Working capital (dc{“cnency) $1 (236,364) | § 123613 ] $ (540,572}
Total assets $ 30,574 | § 438,136 1 § 123,589
Share Capital $ 2461213 §| 24232771 % 707,760
Cumulative translation adjustment 1% (69,856} | § (69,856) 1 § (30,589)
Contributed Surplus 5. . 808,589 | §, 808,589. | .$ 89.836
Deficit $1(3413263) ] $| (3,009509) | § ( 1,107,579}

[ st
6) Sclected Qu‘irterly Information, » w

The following selected financial data has been exlr’acu.d from the unaudited interim financial statements,
prepared in accordance with Canadian Generally Accepied Accounting Principals, f'or lhc fiscal periods

indicated and should be read in con junction with those unaudited financial statements.”

Three months ended: Sep 30 Jun 3¢- Mar 31 Dec 31 Sep30 . Tt Jun30 Mar 3! Dee 31
2007 2007 2007 2006 2006 2006 | 2006 2005

Revenug 5 - 3 - $10,494 $37,630 - $32.781. $35,990 $12.042 $ -

General and administrative expenses {29.987) (16,768} (100,307 (208,763) (262,573} (1772.770) (65.813) {28.308)

Stock opticn compensation - - - - {356.6359) (78,927) (283.167) -

Impairment lpss - - - - (803,171} - -

Gain on write off of accounts payable - - - - 253,741

Other revenue and expense items (11.385) {13.991) (22,301} {48.286) (30.451) {144.9035) 7480 {12.220)

Nut Income {F.oss) 541.372) $(30.759) BE12.204) [ 5219419} | $(1.166.332) $(365.612) $(329.458) | $(30.528)

Baxic and dituted carnings (toss) per

share $0.00 $0.00 $0.00 $0.00 $(0.01) $0.01) £0.00 $0.00

Details of signiticant vartance:

Revenues - There was no revenue for the period December 2003 to February 2006 as a result of the sale of
the web services business, Revenues from March 2006 to March 2007 are a result of the acquisition of
Probilling Inc. There was no revenue for the period June 2007 1o September 2007 as a result of the
suspended operations of Probilling Inc. in January 2007,
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General and administrative expenses — From March 2006 to December 2006 quarters an increase of costs
are as a result of the acquisition of Probiiling Inc. From March 2007 to September 2007 quarters, the
decrease was due to the suspended operations of Probilling in January 2007.

Other expense items — In June 2006 quarter increase is a result of upgrading of the Probilling software.
General decrease from December 2006 to September 2007 quarters is a result of the suspended operations
of Probiliing Inc.

7y Liquidity and Capital Resources

The Company’s working capital position at September 30. 2007 was a deficicncy of ($236.364).
(September 30, 2006 - $123,613). The increase in working capital deficiency is atiributed to the suspended
operations -of Probilling Inc. on January 24, 2007.

The Company does not have adequate cash resources ic bring its operations to a positive cash flow without
a significant increase in revenues or oblaining additional financing,

Other than that disclosed in the financial statements at September 30, 2007, the Company has no other debt,
does not have any unused lines of credit or other arrangemenis in place to borrow funds and has no off-
balance sheet financing arrangements. The Company does not use hedging or other financial derivatives.

8) Off-Balance Sheet Arrangements
At the date of this report, the Company had no off-balance sheet arrangements.

9 Impairment Loss .
During the year ended September 30, 2006, the Compaity recorded an impairment Iocs of $803,171 related
to the acquisition of the Probilling Software and trademarks. ‘The estimated future cash flows directly
associated with, or expected to arise as a direct result of its use were used to test the recoverability of the
software and trademarks. The Company determinea that an lmpanment loss had occurred as the estimated
future cash flows. were nol sufficient to support the carrying vaiue of the software and fmdemarks

.t I : P .
1) Rehted Party Transactions
The Company paid gr accrued $56,996 in accounlmo and administr ation fees and S()J 090 in consu]tmn and
management fees Lo companies related by virtue of common directors. The accounting and administration
fees are related to the ongoing administration of the Corporation and the consulting and management fces
were related to the Probilling operations which have been suspended as of January 24, 2007, These
transactions arc in the normal course of operations and are measured at the exchange amount, which ts the
amount of consideration established and agreed to by the related parties.

11) Capital Stock and Contributed Surplus

a) Issued
Refer to Note |2 to the audited consolidated financial statcments. There were 810,000 common

shares issued on June 22, 2007 to settle outstanding debts for unpaid management fees to two
former senjor officers in the amount of $37,936. There was no change to issued and ouistanding
capital stock during the period from September 30, 2007 to January 29, 2008.
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Q;c,ou Ruwus (_'olpomu. Secruary' : '

b) Stock options and warrants

Warrants
There were no warranis outstanding at September 30, 2007 and none have been issued since then.

Options :

Refer 10 Note 12¢ to the audited consolidated financial statements. Between April 1, 2007 and
September 30, 2007, 2,370,000 options have been cancelled, _,300 000 options have expired, and
no options have been granted or exercised.

+

¢) Escrow Shares
During the year ended September 30, 2007, the final shares were released from escrow,

12) Investor Relations ‘ o
Responding to shareholder inquirtes comprised the Company’s investor relations activities during the year
ended September 30, 2007. The Company does not employ a dedicated “investor relations™ individual or
f-ll'm. t " PR Yol ety o .

'
Vv

13) Directors and Officers B SR
Clyde Beattic, President, Chief Executive Officer and Director

Gregory Smith, Chief Financial Othcu‘ and D]rccmr

lan McAskile, Director : .

EEvan Wasoff, Director

Cotin Holowaychuk, Vice Plesldcnl of Busmcss Developmcnl and Director T
Jay Gibb, Dircctor SREETEE R R S

I T« SR T PR P RE S T ot VST
s g L T

14) Management Rununeraﬁod Bt L AR S

Mr. Colin’ Holowaychik was dpbomted Vied ‘Pfes:dént‘df Busingss Development on'Jine 13, 2006. Mr.
Holowaychuk was a salaried employee of the Company until October 31, 2006. As of‘Novemer 1, 2006,
Mr. Holowaychuk changed from a salaried employee to a contract consultarit of the Company. His salary
for the year ended Septernber 30, 2007 was*$21,557. - Efféctive January 24, 2007 Mr. Holowaychuk’s
contract with the Company 'was términated dut to'the .suspcnsion of the Probilling operatidris.

15) Risks :

An investment in the Company’s securities'is considered'speculative. The accompanying consolidated
financial statements have been prepared on a going concern basis, which contemplates the realization of
assets and the satisfaction of liabilities in the normal course of business. The Company has accumulated
losses amounting to $3,413,263 and a current period loss of $403,754, There is substantial doubt regarding
the Company’s ability to continue as a going concern as the Company has not generated a level of revenue
sufficient to support ongoing operations. The Company has incurred continued losses and significant
working capital deficiencies. The Company’s ability to continue as a going concern is dependent upon its
abitity 1o gencrate sufficient cash flow to meet its obligations on a timely basis, to obtain additional
financing as may be required and ultimately to obtain successful operations. However, no assurance can be
given at this time as to whether the Company will achieve any of these conditions. The Corparation has no
agreements in place for additional financing at this time except for the financing in conjunction with the
proposed amalgamation. (See 17-Outlook) These financial statements do not include adjustments relating
to the recoverability and classification of recorded asset amounts or to the amounts and classifications of
liabilitics that might be necessary should the Company be unable to continue as a going concern for a
reasonabie period of time.
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16) Significant Accounting Policies

The most significant accounting policy is that of revenue recognition. Revenue is generated by way of
commissions charged on processing payments on behalf of customer merchants. At the time the payment is
processed a set commission rate is applied and the amount calculated from each payment is recognized as
revenue at that time.

17) Outlook

a) On July 16, 2007 the Company entered into a letter of intent for the proposed amalgamation with
Racing Around Wholesale, Inc., a North American distributor of licensed sports merchandise based in
Nova Scotia. Racing Around Wholesale, Inc. is a privately held company incorporated under the laws of
Nova Scotia which is engaged in the sale and distribution of guality licensed sports apparel and accessories
with trademarked logos and images focusing on the sports of auto racing, hockey, football, basketball and
baschall throughout the North American marketplace.

Pursuant to the ierms of the Proposed Amalgamation, the holders of common shares of the Company
{“Common™) will receive one common share in capital of Amalco (“Amalco Share™) for every 9.7
Common share held; the holders of preferred shares of the Company ("Preferred”} will rcecive one Amalco
Share for every 1.9 Preferred share held; the holders of common shares of Racing Around Wholesale. Inc.
(“Racing Around Share™) will receive 240,000 Amalco Shares for every one Racing Around Share; the
holders of class A preferred shares of Racing Around (“Racing Around Class A Preferred Share™) will
receive 130 Amalco Shares for cvery one Racing Around Class A Preferred Share; and the holders of class
B preferred shares of Racing Around (“Racing Around Class B Preferred Share™) will receive 70 Amalco
Shares for every one Racing Around Class B Prefcrred Share.

b) In conjunction with the proposed amalgamation, the Company on November 23, 2007 had entered into
an agency agreement whereby, subject to financing, a minimum offering of $400,000 to a maximum of
$500.000 is to be raised by a private placement of units. Each unit is comprised of one common share
(“Common Share”) and one-half common share purchase warrant (“Warrant™) at a price of $0.40CDN per
Unit. Each full Warrant will entitle the holder to purchase one Common Share at an exercise price of
$0.50CDN per share. The Warrants will be exercisable |8 months from the date of closing.

18) Cautionary Statements

Statements and/or financial forecasts that are unaudited and not historical are to be regarded as forward-
looking statements that are subject to risks and unccitainties that can cause aclual results to differ
materially from those anticipated. Such risks and uncertaintics include risks related to the Company’s
business including, but not limited to: gencral market and cconomic conditions, limited operating history.
continued industry and public acceptance, regulatory compliance, potential liability ciaims. additional
capital requirements and uncertainty of obtaining additional financing and dependence on key personnel.

19) Disclosure Controls and Procedures

Management, including the Company’s Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness and operation of the Company’s disclosure controls and procedures. The Chief Executive
Officer and Chief Financial Officer concluded thai, as of September 30, 2007, the disclosure controls and
procedures werc cffective, in all material respects, to ensure that information required to be disclosed in the
reports the Company files and submits under the Exchange Act is recorded, processed. summarized and
reported as and when required. The Company’s Chief Executive Officer and Chief Financial Officer have
concluded that the Company disclosure controls and procedures are also effective to ensure that
information required to be disclosed in the reports that it files or submits under the Exchange Act is
accumulated and communicated to the Company’s management, including its Chief Executive Officer and
Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure.
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20) Internal Controls over Financial Reporting

The Chiel Executive Officer and Chief Financial Officer. ogether with other members of management
have designed internal controls, or caused them to be designed under their supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with Canadian Generally Accepted: Accounting Principles
as of September 30, 2007. ‘They have not identified any changes to the Company’s internal controb aver
financial reporting which would maicrially affect, or is reasonably likely to materially affect the
Company’s internal control over financial reporting during the most recent interim period.

21) Other ' ' - -
Addition information relating to the Company may be found on SEDAR at www.sedar.com.

END




